FFP Case Study by Emily Shull by Shull, Emily
Creative Components Iowa State University Capstones, Theses and Dissertations 
Spring 2019 
FFP Case Study by Emily Shull 
Emily Shull 
Iowa State University, npremily@gmail.com 
Follow this and additional works at: https://lib.dr.iastate.edu/creativecomponents 
 Part of the Finance and Financial Management Commons 
Recommended Citation 
Shull, Emily, "FFP Case Study by Emily Shull" (2019). Creative Components. 249. 
https://lib.dr.iastate.edu/creativecomponents/249 
This Creative Component is brought to you for free and open access by the Iowa State University Capstones, 
Theses and Dissertations at Iowa State University Digital Repository. It has been accepted for inclusion in Creative 
Components by an authorized administrator of Iowa State University Digital Repository. For more information, 
please contact digirep@iastate.edu. 
1 
 
 
 
 
 
 
 
 
 
  
The Money Connection 
 
 
 
The Money Connection 
125 Wildwood Rd 
Storrs, CT 06268 
 
 
Emily Shull, Financial Consultant 
 
 
 
Vision Statement:  
The Money Connection strives to be a trusted resource for holistic financial life planning. 
We help clients live their best lives by providing a life map that connects clients’ 
financial resources to their values, talents, and vision. 
 
 
 
A Holistic Financial Life Plan Prepared for Tyler and Mia Bedo 
 
Delivered December 2, 2018  
 
CONFIDENTIAL 
 
(Fictitious names are used throughout document)  
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December 2, 2018 
 
Tyler and Mia Bedo 
727 Success Lane 
Springfield, MO 65800 
 
Dear Tyler and Mia, 
 
Today marks a milestone in your quest to live a life that is aligned with your unique 
talents, vision and values. Over the past month, we have worked together to uncover 
your vision and goals for the future. You have also gathered and provided me your 
financial data. I have reviewed and analyzed this information and have created a holistic 
financial life plan. The document maps out a path to achieve to your life goals.  
 
As each aspect of our lives is connected with each other, a change in one part of the 
plan will affect other areas. As we work together to implement the plan, I will evaluate 
and address the effects of postponing, altering or eliminating any particular plan 
element.  
 
This document is based on the information you have supplied. It is a living document 
which will shift over time as financial and non-financial circumstances change. As such, 
we have agreed to meet once each quarter to review any changes and to address any 
questions or concerns. Prior to each meeting, I will remind you to update your 
information in The Money Connection Client Portal. I and other members of The Money 
Connection are also available to answer any questions between meetings.  
 
Please carefully review the document in full. Important disclosures and assumptions are 
detailed in the following pages. These are integral to understanding the context of your 
financial plan. I have also included a copy of our original client engagement letter. 
 
It has been my pleasure to work with you and I look forward to seeing your best life 
unfold in the years to come as your financial life plan becomes a reality. 
 
Sincerely, 
Emily Shull 
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Copy of Original Client Engagement Letter 
 
 
 
 
November 2, 2018 
 
Tyler and Mia Bedo 
727 Success Lane 
Springfield, MO 65800 
 
Dear Tyler and Mia, 
 
Thank you for meeting with me today to discuss how The Money Connection can work 
with you to provide a holistic financial life plan.  
 
The Money Connection provides detailed and thoroughly researched financial 
recommendations based on our clients’ values, vision, and financial resources. We 
believe that financial goals are meaningful only to the extent that they are connected to 
clients’ core values and vision. Therefore, we have developed the following process to 
create a holistic financial life plan for you: 
 
1. You will complete intake forms consisting of financial information as well as a 
qualitative analysis of your values, talents, and vision for your future. 
2. We will schedule a 2-hour meeting to discuss the data in depth to ensure that I 
fully understand your financial and non-financial needs and desires. 
3. I will create a holistic financial life plan that will map out how to use your financial 
resources to reach your vision for your best life. We will review this plan in 
person and discuss each recommendation. We will conclude with your 
agreement to implement, postpone or modify each recommendation. 
4. We will meet quarterly thereafter to monitor the plan and access if any changes 
are necessary. 
 
All information you provide will remain confidential. Information will be shared only with 
internal staff and outside professionals (with your prior consent and authorization) to the 
extent that it is needed to create a comprehensive financial plan. 
 
The Money Connection is a fee-only financial life planning firm. We do not sell any 
financial products. We do not receive any commissions or fees from third parties. We 
are compensated solely through client fees.  
 
As we discussed, The Money Connection will create a holistic financial life plan for you 
for a fee of $2,800. This consists of an upfront fee of $1,000, plus a $1,800 annual fee 
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payable in monthly installments of $150. After twelve months, you will continue to be 
billed at the monthly rate (currently $150) to maintain on ongoing financial consulting 
relationship. You may cancel at any time after the first twelve months.  
 
We offer optional asset management services for an additional fee for clients who wish 
to have their investments professionally managed. The fee for this service is 1% of 
assets under management (AUM). A separate agreement for asset management 
services will be drafted following the presentation of the financial plan should you decide 
to opt in to this service.  
 
You may cancel this agreement at any time. A full refund will be issued if you cancel 
within five business days of your acceptance. Otherwise, you will be charged for the 
hours we have devoted to your plan up until the time of cancellation, and the balance 
will be refunded.  
 
By signing this agreement, you agree that claims and disputes arising under or relating 
to this agreement are to be settled by binding arbitration in the state of Connecticut or 
another location mutually agreeable to the parties. An award of arbitration may be 
confirmed in a court of competent jurisdiction (Stim, 2011). 
 
I agree to the terms and conditions stated above. 
 
 
Name: Tyler Bedo 
Signature: (signed) 
Date: November 5, 2018 
 
 
Name: Tyler Bedo 
Signature: (signed) 
Date: November 5, 2018 
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I.  Introductory Materials 
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A. Mission Statement and Guiding Principles 
 
 
Mission Statement 
 
The Money Connection collaborates with individuals and couples to create holistic 
financial life plans that help clients live their best life - as they define it.  
 
Guiding Principles 
 
Our work is guided by the following core principles: 
 
1. Financial plans are driven by our clients’ values - not ours. The only realistic and 
workable financial plan is one that is driven by the client’s unique values. Our 
plans are not guided by heuristics. Our plans are guided by our clients’ visions for 
their lives. 
2. Not everyone can dream big…at first. Many of us were raised to follow the rules 
and be practical. Not everyone can quickly list their lifelong ambition, especially 
within in a financial planning context. Through brainstorming exercises and in-
depth listening, we provide an opportunity for clients to get clear about their life 
vision and priorities - often for the first time in their lives. When this happens, 
their financial plan becomes a life plan that can provide deep, lasting satisfaction 
that does not wax and wane with the financial market cycles. 
3. Continual integration of financial and non-financial needs is the lynchpin of life 
satisfaction. Our quarterly meetings address not only financial performance and 
the status of plan recommendations, but also the non-financial needs that drive 
our clients’ inner lives. We check in with clients on their hobbies, personal goals, 
and overall wellbeing. We are not therapists, but can refer clients to a financial 
therapist upon request if more in-depth work is needed to resolve money 
mindsets that are interfering with life satisfaction. 
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B.  Code of Ethics 
 
 
Each staff member at The Money Connection adheres to the Code of Ethics and 
Professional Responsibility set forth by the CFP Board, regardless of whether they are 
registered Certified Financial Planners. The CFP Code of Ethics can be viewed online 
at www.cfp.net, and are also copied below for your convenience (CFP, n.d.). 
 
Principle 1 – Integrity: Provide professional services with integrity. 
 
Integrity demands honesty and candor which must not be subordinated to personal gain 
and advantage. Certificants are placed in positions of trust by clients, and the ultimate 
source of that trust is the certificant’s personal integrity. Allowance can be made for 
innocent error and legitimate differences of opinion, but integrity cannot co-exist with 
deceit or subordination of one’s principles. 
 
 
Principle 2 – Objectivity: Provide professional services objectively. 
 
Objectivity requires intellectual honesty and impartiality. Regardless of the particular 
service rendered or the capacity in which a certificant functions, certificants should 
protect the integrity of their work, maintain objectivity and avoid subordination of their 
judgment. 
 
 
Principle 3 – Competence: Maintain the knowledge and skill necessary to provide 
professional services competently. 
 
Competence means attaining and maintaining an adequate level of knowledge and skill, 
and application of that knowledge and skill in providing services to clients. Competence 
also includes the wisdom to recognize the limitations of that knowledge and when 
consultation with other professionals is appropriate or referral to other professionals 
necessary. Certificants make a continuing commitment to learning and professional 
improvement. 
 
 
Principle 4 – Fairness: Be fair and reasonable in all professional relationships. 
Disclose conflicts of interest. 
 
Fairness requires impartiality, intellectual honesty and disclosure of material conflicts of 
interest. It involves a subordination of one’s own feelings, prejudices and desires so as 
to achieve a proper balance of conflicting interests. Fairness is treating others in the 
same fashion that you would want to be treated. 
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Principle 5 – Confidentiality: Protect the confidentiality of all client information. 
 
Confidentiality means ensuring that information is accessible only to those authorized to 
have access. A relationship of trust and confidence with the client can only be built upon 
the understanding that the client’s information will remain confidential. 
 
 
Principle 6 – Professionalism: Act in a manner that demonstrates exemplary 
professional conduct. 
 
Professionalism requires behaving with dignity and courtesy to clients, fellow 
professionals, and others in business-related activities. Certificants cooperate with 
fellow certificants to enhance and maintain the profession’s public image and improve 
the quality of services. 
 
 
Principle 7 – Diligence: Provide professional services diligently. 
 
Diligence is the provision of services in a reasonably prompt and thorough manner, 
including the proper planning for, and supervision of, the rendering of professional 
services. 
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C.  Privacy Statement 
 
 
Client trust is at the heart of everything we do. With that in mind, The Money Connection 
guarantees that all client data will remain confidential unless otherwise required by law. 
We share client data with team members within the firm as necessary to complete a 
comprehensive and accurate financial plan. We will only share client data with third-
party professionals, such as a client’s accountant or lawyer, upon receiving a client’s 
written consent. 
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D.  Investment Policy Statement 
 
 
The Money Connection collaborates with clients to develop an investment policy that 
will yield longterm results with the minimal amount of risk. We customize our investment 
recommendations based on each client’s investment risk tolerance level gathered from 
written risk assessments and in-depth discussion. When clients are comfortable with the 
amount of risk in their portfolio, they are more likely to implement the investment 
recommendations.  
 
All investment recommendations presented in this financial plan were made with your 
investment risk tolerance in mind.  
 
Specifically: 
 
Tyler has a low to moderate risk tolerance. While he sees the value of investing, he is 
extremely apprehensive about it.  
 
Mia has a slightly higher, though still moderate, investment risk tolerance. She feels 
comfortable taking additional risks if she is confident that she can earn higher returns. 
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II.  Client Goals and Assumptions 
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Life Goals and Priorities 
 
Tyler and Mia’s primary life goal is to be self-sufficient in retirement so that they can use 
their talents to pursue their dreams. Tyler foresees his passion for golf to continue into 
retirement; he dreams of coaching young golfers on a volunteer basis when he retires. 
Mia has a passion for art. She enjoys painting and collecting. She dreams of building an 
addition onto their home to showcase her art collection. Mia also dreams of opening a 
small art gallery in town; she would donate any profits to youth organizations to 
enhance creative learning.  
 
Tyler and Mia wish to retire when they are both age 62. However, it is more important 
for them to leave behind a legacy for their daughter than it is to retire early.  
 
They are willing to reallocate their savings and investments in order to meet their 
retirement goal. 
 
It is important to Tyler and Mia to maintain their financial privacy during life and after 
death.  
 
Finally, they want to ensure that their daughter, Becky, is financially sound if they die. 
 
Assumptions 
 
The following general assumptions were agreed to in preparing this financial plan: 
 
1. General inflation rate of 3.0 per year 
2. Prime interest rate is currently 3.25%; expected to rise 
3. Life expectancy is 95 years for both Tyler and Mia  
4. 30% combined federal and state income tax bracket before retirement 
5. 25% combined federal and state income tax bracket after retirement 
 
There may be specific assumptions that apply only to certain planning areas; these 
assumptions will be described in the pertinent core content sections of the plan. 
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III. Executive Summary 
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Executive Summary 
 
 
A comprehensive Financial Life Plan is an important tool that can help ensure you are 
meeting your financial and other important life goals. Your diligent savings over the 
years has allowed us to create plan recommendations that we project will enable you to 
meet all your stated life goals. Congratulations! Following is a summary of our key 
findings. 
 
Cash Flow 
 
You currently have an annual deficit of $1,069. This can be easily eliminated. We have 
included some recommendations in this plan.  
 
Net Worth 
 
You have a current net worth of $903,480. This is comprised of $1,050,150 in assets 
and $146,670 in liabilities.  
 
A review of your financial ratios reveals that you are in very good fiscal health. 
 
Tax Analysis 
 
Your Adjusted Gross Income was $139,495 in 2017, and is projected to be $143,360 in 
2018. Your tax liabilities will be lower in 2018 due to the Tax Cuts and Jobs Act passed 
last year. Several recommendations to produce more tax efficiencies are detailed 
throughout this plan. 
 
Personal and Property Insurance Analysis 
 
Your current levels of insurance will not provide full coverage in the event of a triggering 
event. We provide recommendations for increasing your life, disability, casualty and 
property insurance.  
 
College Savings Goal 
 
We provide an investment strategy for you to meet Becky’s college education costs.  
 
Retirement Savings Goal 
 
We provide an investment strategy for you to meet your goals of retiring at age 62, 
renovating your home to include an art gallery, and opening an art gallery downtown. 
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Implementing Recommendations 
 
The recommendations we offer will cost approximately $1,700 net to implement this 
year. A close review of your cash flow may reveal areas in which you can reduce your 
spending. We always recommend reviewing your cash flow on a yearly basis to review 
your spending and identify areas of potential savings for the coming year. Another 
source of income to be used to fund the recommendations may come from tax savings 
in 2018. The tax cut will result in a lower tax liability for you. We project you will receive 
a tax refund of approximately $5,000 for 2018. 
 
All recommendations with implementation notes are detailed in full at the end of this 
document. We look forward to working with you on meeting your financial and other 
important life goals. 
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IV.  Detail of Individual Core Planning Areas   
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A. Cash Flow 
 
A Cash Flow statement is a detail of your current income and expenses. It is a snapshot 
– a look at the money that flows in and out of your household within a given time frame. 
The statement below represents your income and expenses during the period of 
September 1, 2017 through August 31, 2018. It is based on the information you 
provided. Any inaccuracies or omissions will affect the accuracy of the statement. Some 
categories may have been combined or shifted based on our experience of the format 
that best helps a couple view and understand their current financial picture.  
 
Cash Flow Statement: September 1, 2017 through August 31, 2017 
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See Appendix for a detailed look at sub-budgets for the first eight categories in the table 
above (capitalized/bolded). 
  
FICA withholdings 
Tyler asked us to review his FICA holdings. He was uncertain if the correct amount was 
being withheld due to a computer glitch. The maximum income subject to Social 
Security (OASDI only) was $127,200 in 2017 and it is $128,400 in 2018 (Social Security 
Administration, n.d.). Based on Tyler’s income, including bonus, he should have had the 
full 7.65% for FICA withheld from his earnings in each of these years. That would equal 
$7,856.54 for 2018. Your income statement indicates that your withholdings are below 
this amount. You should contact your human resource representative as soon as 
possible to correct this problem. To avoid owing this tax when filing your 2018 tax 
return, you may opt to increase your W-4 withholdings to make up the difference.   
 
Possible Omissions 
An analysis of your cash flow shows that some common categories of income and 
expenses are missing. Sources of income can include cash gifts for you or your child, 
tax refunds, ATM refunds, interest earned in savings and investment accounts, and 
dividends received. In our experience, the most common expenses that are accidentally 
omitted or underestimated include pet care, child care, child recreation, clothing and 
personal care. In addition, we note that you have reported neither an income tax 
payment (aside from payroll withholdings) nor a tax refund for the past year. We ask 
that you check your records and let us know of any changes or additions. Finally, 
although you included a $425 monthly expense for charge account and credit card 
payments, we did not include this in your expense statement. You indicated you pay all 
credit cards in full each month, so those expenses would be allocated in other spending 
categories. 
 
Current Negative Balance 
Based on the information you provided, you have a current annual deficit of $1,069. In 
our experience, this deficit can easily be eliminated by making a few modest changes in 
your discretionary spending. Categories such as food, dining out, clothing and personal 
care are areas where our clients have the most success in trimming. We also 
recommend quoting your home and auto insurance coverage each year. Premiums can 
range widely among companies and our clients often see savings when they compare 
prices.  
 
Options to Increase Cash Flow 
One strategy that would help close your annual deficit is to pay off your credit card 
balances. You currently carry $5,500 in revolving debt between your two credit cards. 
With the weighted annual percentage rate over 16%, you have paid $974 in interest in 
the past year. Given your healthy financial reserves, we recommend paying off your 
credit cards with money from your savings account. Simply put, you are paying far more 
interest to the credit card companies than you are earning in your savings account. 
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Shifting $5,500 from your savings account to pay off your credit cards will net over $800 
this year. It will also save you from paying compounding interest rates going forward.  
 
Pay Off High-Interest Credit Card Debt with Low-Interest Savings 
 
 
 
We also strongly recommend that you consider refinancing your home. Your current 
interest rate of 7.875% is significantly higher than the prevailing rates. For example, Old 
Missouri Bank currently offers 30-year fixed mortgage loan rate of 4.816% APR and a 
15-year fixed rate of 4.238% APR (Old Missouri Bank, n.d.). Given your intention to 
remain in your home for the foreseeable future, we highly recommend refinancing to 
lock in a lower rate as soon as you are comfortable. Interest rates are expected to 
continue to rise. The following table illustrates that you could reduce your mortgage 
payment by approximately $100 per month and save approximately $75,000 over the 
remaining life of the loan by refinancing to a 15-year mortgage at current rates. You 
have the option of refinancing the closing costs or paying them out of your current 
assets. Both scenarios are included in the illustrations below.  
 
Potential Benefits from Refinancing to 15 Year Mortgage 
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Potential Long-Term Savings from Refinancing to 15 Year Mortgage 
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B.  Net Worth Analysis 
 
Net Worth is a statement of overall financial wealth. It is calculated by subtracting all 
liabilities from all assets (monetary and physical). We recommend a calculating net 
worth statement annually to track your financial health and progress toward savings 
objectives.  
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Assets (continued) 
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Financial Ratios 
 
Financial ratios provide a benchmark to easily and consistently measure multiple 
aspects of financial health. By all measures listed below, your household shows no 
signs of financial vulnerability or distress. 
 
 
 
Recommendations 
 
1. As mentioned previously, we recommend that you look for ways to eliminate your 
annual cash flow deficit of $1,069. By reducing current expenses, you will be able 
to continue saving at your current rate. This will ensure that you will not need to 
sacrifice your financial goals in order to fund your current expenses. 
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2. We recommend that you use $5,500 from your savings account to pay off your 
high-rate credit card balances. This step alone will eliminate most of your annual 
deficit and will save you from paying compounding high-rate interest in the years 
to come.  
 
3. We strongly recommend that you consider refinancing your home to a 15-year, 
fixed-rate mortgage. Regardless of whether you choose to pay the closing costs 
out of your current assets or roll them into your new mortgage, refinancing has 
myriad benefits. It may reduce your monthly mortgage payment and save you 
approximately $75,000 over the length of your loan. It will also reduce the pay-off 
date by over four years.  
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C.   Tax Analysis 
 
Tax planning is a cornerstone of financial life planning. You will find that taxes interact 
with nearly every other area of your financial life. As such, we provide an overview and 
broad recommendations for tax strategies in this section, yet you will notice tax 
recommendations throughout this report when it interacts with decisions involving 
investments, cash flow, etc. Note, we recommend reviewing this entire financial life plan 
with a certified tax professional.  
 
An analysis of your financial position reveals many opportunities to reduce your tax 
burden while meeting your other financial goals. We understand that you have a strong 
desire to pay no more in taxes than what is required. However, we never recommend 
an action to lower your tax burden without first analyzing its effect on your cash flow, net 
worth and financial goals. Working holistically, we can assure that we can advise a 
strategy that minimizes your tax burden while ensuring you can meet your financial and 
life goals. 
 
Key 2017 Tax Data 
 
Income Tyler Mia Gross Income
Salary $  68,466.58  $32,496.00  $100,962.58  
Bonus $  34,233.30   $  34,233.30  
Imputed Income^ $         22.16  $       95.98 $       118.14 
Dividends   $    3,520.50 
Interest   $       600.00 
Total  $102,722.04 $32,591.98 $139,434.52  
^Taxable Company-paid Insurance Premiums (see Appendix for details) 
 
Gross Income $139,434.52  
Pre-tax Payroll Deductions $  11,257.59  
Adjusted Gross Income $128,176.93  
Taxable Income* $  91,958.04 
* See Appendix for calculations 
 
Withholdings 
 
Your current W-4 tax withholding levels are not aligned with your current tax obligations. 
Adjusting your withholdings will ensure that you do not have a significant discrepancy at 
tax time. It will also provide a more regular cash flow. 
 
Tax Withholdings Tyler Mia Total Taxes Withheld
Federal Tax $18,668.00 $3,510.00 $22,178.00 
State Tax $  4,862.00 $1,404.00 $  6,266.00 
FICA $  7,800.00 $2,486.04 $10,286.04 
Total  $31,330.00 $7,400.04 $38,730.04 
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FICA Withholdings: Tyler asked us to review his FICA withholdings. He was uncertain if 
the correct amount was being withheld due to a computer glitch. The maximum income 
subject to Social Security (OASDI only) was $127,200 in 2017 and it is $128,400 in 
2018 (Social Security Administration, n.d.). Based on Tyler’s income, including bonus, 
he should have had the full 7.65% for FICA withheld from his earnings in each of these 
years. That would equal $7,856.54 for 2018. Your income statement indicates that your 
withholdings are slightly below this amount. You should contact your human resource 
representative as soon as possible to correct this problem.    
 
Federal Tax Withholdings: Your federal tax withholdings are substantially greater than 
your current and projected tax liability. In 2017, you received a refund of $7,694. 
Reducing your withholdings on your employer W-4 form will ensure that you are not 
overpaying throughout the year. This in turn can have a positive effect on your cash flow 
throughout the year. 
 
State Tax Withholdings: Your Missouri state tax withholdings are in line with your tax 
liability. You received a refund of $41 in 2017 (see appendix for tax return data). Should 
you choose to enroll in the Missouri MOST 529 Plan (detailed further in Investments 
section), you have the option of depositing any state tax refund directly into the 529 
account on your state tax return.  
 
2018 Projections 
 
The Tax Cuts and Jobs Act (TCJA) of 2017 made several changes that went into effect 
in 2018 and will affect your tax bill in 2019. You may have already noticed a slight 
increase in your take-home pay, due to a reduction in your tax rate. The changes that 
are most likely to impact you include (IRS, n.d.): 
1. Reduction of your marginal tax rate from 25% to 22% 
2. Increase in the MFJ standard deduction from $13,00 to $24,000 
3. Deductions for state income, sales and property taxes will now be capped at 
$10,000 
4. Increase in the Child Tax Credit from $1,000 to $2,000 and increase in the MFJ 
phase-out income to receive the Child Tax Credit from $110,000 to $400,000. In 
addition $1,400 of this credit will now be refundable if you have no tax liability. 
 
You will likely see a decrease in your tax liability as a net result of these changes. You 
will benefit from the reduction in the marginal income tax rate, as well as the increased 
Child Tax Credit amount and increase in the income cap for the credit. 
 
The change in the standard deduction and SALT (state and local tax) cap will likely 
have no significant impact on you. In 2017, you had $24,069 in total tax deductions, 
which included less than $10,000 in state and local income taxes (see Appendix for 
details). This means that you will either be able to continue making itemized deductions 
because you do not exceed the $10,000 SALT threshold, or you will find that the 
standard deduction now exceeds your deductions, and will take that instead.  
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A projection of your 2018 tax return revealed the following comparison to 2017.  
 
Key Tax Data: 2017 vs. 2018 Tax Projections 
 2017 2018 (projected) 
Gross Income $139,434.52  $143,359.93 
Pre-tax Payroll Deductions $  11,257.59  $  17,744.31 
Adjusted Gross Income $128,176.93  $125,615.20 
Taxable Income $  91,958.04 $  89,465.20 
See Appendix for calculations 
 
Our 2018 tax projections showed a tax refund of approximately $5,000. $1,400 of this 
came from the refundable amount of the increased child tax credit. Note that this refund 
comes after we calculated that Tyler would withhold $7,000 less in federal tax from his 
wages in order to better align your tax liability with your withholdings.  
 
Recommendations 
 
1. Decrease W-4 withholdings. In 2017, you received a substantial federal tax 
refund. Decreasing your federal tax withholdings on your W-4 forms with your 
employer will give you access to your money throughout the year and increase 
your cash flow, allowing you invest more efficiently by contributing throughout the 
year. This is known as dollar-cost averaging.  
 
2. Pay Mia’s disability premium with after-tax dollars. Currently, Mia pays for her 
company-offered disability premiums using pre-tax dollars. While this generates 
a modest tax break on the insurance premiums ($84 in 2018), it can come at a 
great cost. Were Mia to become disabled, the entire amount of her disability 
benefit would be taxable. By paying the premium with after-tax dollars, she would 
not owe any federal income tax on the disability payments received. This would 
save a significant amount in taxes during a time of great personal and financial 
stress.  
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 D.   Insurance/Risk Management Analysis 
 
Assessing and planning for risk is an essential element of financial planning. The goal of 
risk management is to mitigate financial loss from a variety of unfortunate events, such 
as sickness, disability, property damage, or sudden death. Risk management can 
include a variety of techniques, including purchasing insurance and retaining the risk 
(self-insurance). We have analyzed your information to assess the most cost-effective 
strategy pertaining to each major category of risk:  
 Life insurance 
 Disability insurance  
 Health insurance  
 Long term care insurance 
 Property & liability insurance 
 Umbrella / excess liability insurance 
 
1.  Life Insurance 
 
The sudden death of a spouse can have a catastrophic impact on the family’s financial 
wellbeing and ability to fund financial goals. Understanding the importance of life 
insurance, each of you currently has some coverage. In our assessment below, we find 
that you are currently underinsured. 
 
Several methods can be used to calculate the amount of life insurance needed. Given 
your desire to leave a legacy to your daughter, we have calculated your life insurance 
needs based on the Capital Retention Approach. This method calculates a lump sum 
death benefit that will provide the insured’s annual income in perpetuity. Following our 
agreed-upon assumptions, we take into account that the deceased’s income would 
have increased by 3% annually until retirement at age 62. 
 
The insurance needs calculations below assume an immediate death. See Appendix for 
calculations and assumptions. 
 
Life Insurance Needs  
 
 Recommended 
Minimum Benefit 
Amount (Rounded) 
Benefit Amount from 
Current Policies 
Recommended 
Amount of 
Additional Coverage 
(Rounded) 
 
Tyler $1,500,000 $168,467 $1,300,000 
Mia $   500,000 $229,984 $   250,000 
Total $2,000,000 $398,451 $1,550,000 
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Tyler has a total life insurance need of about $1.5 million. He currently owns a whole life 
policy and group term policy with a death benefit of $100,000 and $68,467 (one time his 
base salary), respectively. This leaves a gap in coverage of approximately $1,300,000. 
 
Mia has a total life insurance need of nearly $500,000. She currently owns a whole life 
policy and group term policy with a death benefit of $100,000 and $129,984 (4x her 
salary), respectively. This leaves a gap in coverage of approximately $234,000. 
 
Life Insurance Recommendations: 
1. We recommend that you retain your current whole life insurance policies. Please 
provide us with copies of each policy so that we can review them. Whole life 
policies have many advantages, such as permanent insurance that will be in 
force until age 100 so long as premiums are paid. The cash value and various 
settlement options also provide flexibility that can fund unforeseen life events in 
the future.  
2. We recommend that Tyler purchase a twenty-year term life insurance policy with 
a death benefit of approximately $1,300,000. A term life policy will enable Tyler to 
purchase a large amount of coverage at a cost that is affordable. For example, 
since Tyler is in excellent health, he may be able to secure a $1,000,000 20-year 
term policy for approximately $100 per month (PolicyGenius, 2017). 
3. We recommend that Mia investigate the cost of a twenty-year term life insurance 
policy with a death benefit of approximately $200,000 to $250,000. Since Mia has 
a family history of premature death, she may not qualify for a policy, or may find 
that the cost is far greater than your budget can accommodate.  
4. If Mia does not qualify for term life insurance, we recommend that she purchase 
additional insurance through her current whole life insurance policy to increase 
the death benefit as much as she can afford. Since whole life insurance contains 
the cash balance component, the cost for a similar death benefit will be far higher 
than with term insurance. Our research indicates that an additional $250,000 of 
whole life coverage could cost more than $3,100 annually (Rose, 2018). Keep in 
mind that as you grow older, your need for income replacement will diminish, so 
meeting Mia’s life insurance need with a whole life policy will eventually provide 
more coverage than you need. We are happy to meet with you to discuss how 
best to obtain peace of mind while also ensuring that you have enough financial 
resources to both enjoy life and plan for your future. 
 
When quoting life insurance, we recommend that you ask for a quote at various 
breakpoints, such as $1M, $1.3M and $1.5M for Tyler. Life insurance companies often 
have bands in which an additional amount of insurance will cost less. You may find that 
you can insure for an increased death benefit at little additional cost. 
 
An insurance company’s rating is one of the most important considerations when 
shopping for a new policy. Companies are rated by several agencies, such as A.M. 
Best, Fitch, and Moody’s, yet each company differs in its rating scheme. We will review 
the company ratings for each insurance quote you receive. We look forward to working 
31 
 
collaboratively with you in this process to ensure that you are getting the best value at a 
reputable and secure insurance company.  
 
 
2.  Disability Insurance 
 
Disability insurance offers a percentage of salary replacement in the event of a covered 
event. It is important to keep in mind that disability can cause not only a reduction in 
household income, but also a simultaneous increase in expenses. For example, a cash 
reserve that could cover a reduction in income may not be able to also cover increased 
household expenses.  
 
We have reviewed your current employer-based disability policies. These policies will 
provide you with adequate protection if needed, but they would likely need to be 
supplemented with savings/investments. Both policies are rated in the “excellent” range 
for company financial security, which a critical indicator that the company will be able to 
pay eligible claims. Both policies have a 90-day waiting period, which is on the shorter-
side of waiting periods. This ensures that you will not have to self-fund the income 
deficit for too long.  
 
Tyler’s company-paid plan covers a disability that would prevent Tyler from performing 
his own occupation. This is the strongest degree of coverage. However, the policy 
would only provide 60% of Tyler’s salary and bonus. This could leave a substantial gap, 
especially if the disability also led to increased expenses. You would have to either use 
savings/investments to fund the difference, and/or find ways to reduce expenses and/or 
increase Mia’s income. 
 
Mia’s policy is a modified own occupation policy. It will pay so long as she cannot work 
in her own occupation or a reasonable alternative occupation for which she is qualified 
by education and training. As long as Mia is willing to find alternative work, if she is able, 
then this policy will serve your needs. Mia’s policy provides 70% salary replacement. 
Some savings/investments or a reduction in household expenses may be necessary 
should Mia become disabled. It is important to note the tax consequences of Mia’s 
current policy. Since Mia pays her disability insurance premiums through her employer 
with pre-tax dollars, she would owe income tax on any benefit received. This would 
substantially diminish her benefit. If Mia were to pay the premiums with after-tax dollars, 
any benefits would be received tax free. See recommendations below. 
 
It is important to note that since you both have disability insurance through your 
employer, any change in job could leave you vulnerable unless you joined a new 
employer who offered an equivalent policy without a physical examination. This is 
particularly important for Mia, who may not qualify for disability insurance if required to 
take an exam, due to family health history.  
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Disability Insurance Recommendations 
 
1. We recommend that Tyler research private disability policies that would provide 
additional coverage to supplement his employer-sponsored plan. We recommend 
getting quotes for a modified occupation policy, which is more widely available 
and lower in cost than an own-occupation policy. We recommend this given 
Tyler’s income represents three-quarters of the current household income and 
his company policy will replace only 60% of his income. Private disability 
insurance premiums typically range from 1% to 3% of annual income, depending 
on policy type, age, heatlh, etc.  
 
2. We strongly recommend that Mia begin paying her disability premium with after-
tax dollars. Currently, Mia pays for her company-offered disability premiums 
using pre-tax dollars. While this generates a modest tax break on the insurance 
premiums, it can come at a great cost. Were Mia to become disabled, the entire 
amount of her disability benefit would be taxable. By paying the premium with 
after-tax dollars, she would not owe any federal income tax on the disability 
payments received. This would save a significant amount in taxes during a time 
of great personal and financial stress.  
 
 
3.  Health Insurance 
 
We recommend you review your health insurance needs on an annual basis, as 
changes in health within a family can occur quite suddenly. In addition, the federal laws 
affecting health insurance coverage changed greatly over the past five years and are 
susceptible to more change in the years ahead so close attention is warranted.  
 
An assessment of your current health insurance plan reveals that it appears to meet the 
needs of your family at a very reasonable cost. Your annual premium payment of 
$3,600 compares favorably to the average premium for a 4-person family, which was 
$6,050 in 2017 (Boulton, 2018). Your costs for co-pays, deductibles and prescription 
drugs also compare favorably to most insurance plans today. 
  
Health Insurance Recommendations 
 
1. Review health insurance coverage annually. If your employer offers a high 
deductible health plan (HDHP), it will be worth reviewing whether this is a good 
option for you. An HDHP is typically best for people who have little health care 
costs. Though the high deductible causes high out-of-pocket costs, these costs 
may be offset by maintaining a Health Savings Account (HSA). HSAs are 
accounts that allow for tax-free contributions, up to an annual limit. Money can be 
allocated to a variety of savings and investment options. Withdraws are also tax-
free when they are used for a qualifying medical expense. Money in the account 
that is not used remains in the account, growing tax-free. HSAs can be a 
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powerful tool for savings and medical funding in retirement (see Section E. 
Investment Analysis). 
 
2. Open a Flexible Spending Account (FSA) with Tyler’s employer during the next 
Open Enrollment period. Your cash flow statement indicates you spent $1,080 
last year on copays, prescriptions, dental, and eye care. These are all eligible 
reimbursement expenses in an FSA. FSAs allow employees to contribute pre-tax 
funds into the account, which will then be used to reimburse you for qualified 
medical and health expenses. Because money is contributed pre-tax, you save 
significantly on eligible expenses. For example, if you were to put $1,080 into a 
FSA, you would reduce your expenses by your 2018 federal (22%) and state 
(6%) marginal tax rates, resulting in a savings of approximately $300. You have 
shared your concerns about the “use it or lose it” provision. It is true that you 
must use all your funds within the plan year. However, review your company’s 
plan carefully, as it may have either a grace period of up to two and half months, 
or an amount that can be rolled over into the next plan year. With careful 
planning, an FSA could be a valuable benefit. 
 
 
4.  Long Term Care Insurance 
 
Determining how to best manage the risks of long term care expenses is one of the 
most challenging areas of financial planning. While it is known that the costs of 
providing skilled care either in the home or in a residential facility is high, it is impossible 
to know if or for how long care will be needed. The two main options for managing this 
risk is to self-insure or purchase long term care insurance. Listed below are the 
advantages and disadvantages of each method. 
 
Self-Insure 
     Advantages 
 If you do not need the funds for long term care, they are available for other 
funding goals. In other words, there is no risk of paying premiums and then not 
needing the benefit. 
 You will have a pool of money that can be used on either spouse who needs 
care, for as long they need it with no insurance restrictions on number of days or 
daily maximum payments. 
     Disadvantages 
 There is investment risk. If your investments lose value, you will have less money 
available for long term care costs. 
 A protracted need for long term care can deplete your assets, which could affect 
your standard of living and other funding priorities, such as leaving a legacy for 
your daughter.  
 Saving a significant amount for potential long term care costs will restrict your 
cash flow, resulting in a lower standard of living. 
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Long Term Care Insurance 
     Advantages 
 Insurance transfers at least some of the risk to the insurer, which allows you to 
plan for and fund other financial goals knowing that a portion of the expenses will 
be covered by insurance should you require care. 
 Insurance can provide peace of mind.  
     Disadvantages 
 Long term care insurance is expensive and is a commitment. You must pay 
premiums, which may rise, every year to keep the coverage in place. 
 If you never have a need for care, the money spent over the years on premiums 
is no longer available.  
 All factors that are considered when purchasing a policy are assumptions; there 
is no way to predict the amount or length of coverage you will need. This can 
lead to becoming over-insured or under-insured. 
 The long term care insurance market has been in flux in recent years; some 
people who purchased policies have had their benefits reduced or premiums 
raised significantly after years of paying premiums.  
 
As you can see, there are no easy answers when deciding how best to manage the risk 
of long term care expenses. That said, there are some general guidelines to consider. 
Insurance is generally recommended under the following circumstances: 1) if a person’s 
health or family health history indicates a need for long term care; and 2) if the 
household has between $250,000 and $1.5 million in assets, excluding the primary 
residence.  
 
In your case, neither of you has a family history of needing long term care, and you are 
both currently in good health. Mia’s family history of cancer is a factor in determining life 
and disability insurance needs, but not necessarily long term care needs. While your net 
worth falls in the mid-range of $250,000 to $1.5M, that alone does not indicate that you 
should purchase insurance. Your diligent savings habits and current investment balance 
indicates that by the time you retire, you will be over the $1.5M mark (see Section F: 
Retirement Analysis for details). Possible sources of funds that can be used to self-
insure include:  
 Retirement and non-retirement savings (note this may diminish the legacy you 
wish to leave Becky) 
 Possible inheritance from Tyler’s parents 
 Whole life insurance: options include using the cash value, accelerated death 
benefits or viatical settlement  
 
It is generally recommended that people purchase long term care insurance policies 
when they are in their fifties. Purchasing a policy earlier can cause you to pay premiums 
for years before you are likely to see any benefit. Purchasing past the age of 60 is also 
not recommended, as your chance of qualifying for coverage declines significantly with 
age, and premiums at that point are often unaffordable.  
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Long Term Care Insurance Recommendations 
 
1. We recommend that you take a wait-and-see approach to long term care 
insurance at this point. We will revisit this issue annually, or sooner if anything 
changes in your health history.  
 
 
5.  Property and Liability Insurance 
 
Property and liability insurance is a crucial element of your financial life plan. It protects 
you from costs associated with property damage and personal liability. Without 
insurance, an unfortunate accident could cost your entire life savings. Given the 
importance of property and liability insurance, it is essential to review your coverage on 
an annual basis to ensure it is adequate.  
 
Automobile Insurance 
 
A review of your current automobile coverage reveals that you have adequate 
coverage. Each of you carries split-limit coverage of 100/300/50 with $100,000 in 
uninsured/underinsured motorist coverage. These limits, while higher than the state 
minimum requirements, are likely insufficient. Most umbrella policies (discussed in the 
next section) require certain minimum underlying insurance amounts in order to pay 
claims. Umbrella policies typically require a split-limit auto coverage of 250/500/100. 
When the minimum requirement is not met, the total claim on the umbrella policy will be 
reduced by the difference between the required and actual coverage of the underlying 
insurance. Therefore, we strongly recommend that you increase your coverage to 
match the minimums required by your umbrella policy.  
 
You may choose to increase your deductibles, which are currently $500 each for 
comprehensive and collision coverage. Increasing deductibles lowers premium costs 
because you retain more risk (you would need to pay a higher amount out of pocket 
before receiving a claims benefit).  
 
Homeowners Insurance 
 
You are currently insured with an HO-3 policy for $225,000, which is 90% of your 
house’s current market value of $250,000. While this amount of coverage is adequate in 
the event of a partial loss, (only 80% of replacement cost coverage is needed to be 
reimbursed for a partial loss) it is still highly recommended that you insure your home 
for 100% of the replacement cost. This will ensure that you are made whole in the event 
of a total loss. This is especially important given that you live in an area prone to 
tornadoes, which can produce significant property damage. We also recommend that 
you include inflation protection to your homeowners policy. This ensures that the 
insured value of your home increases each year to match the rise in inflation to keep 
your coverage at 100% replacement cost.  
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The liability coverage in your current homeowners policy is currently inadequate. Your 
liability limit of $100,000 is significantly less than the minimum recommended limit of 
$300,000. This will also affect your coverage under your current umbrella policy in the 
event of a claim. As mentioned above, most umbrella policies require certain minimum 
underlying insurance amounts. Umbrella policies typically require a minimum of 
$300,000 liability coverage for a homeowners policy. We strongly recommend that you 
increase your coverage to match the minimum required by your umbrella policy. Until 
then, you will not be fully covered by your umbrella policy in the event of a liability claim. 
 
As with your automobile policy, you may wish to increase your homeowners policy 
deductible from $500 to $1,000 or even $2,500, if you are comfortable retaining that risk 
in exchange for a lower premium. 
 
Other Insurance Needs 
 
You currently have an endorsement for replacement value on the contents of your 
home. This provides you extra protection against loss, but it is important to note that 
many of your items are excluded from replacement value coverage. The following items 
are not eligible for replacement cost coverage: antiques, fine art, memorabilia, 
souvenirs and collectors’ items, among others (Risk Management, 2016). This applies 
to the following items in your possession: 
 Three signed collector paintings 
 Antique china cabinet 
 Collector’s china 
 Golf artwork 
 Signed golf club 
 
Insurance for these items, as well as for your jewelry, which also may have coverage 
limits under your policy, can be purchased under inland marine coverage as an 
endorsement to your homeowners policy or as a separate policy (Risk Management). 
 
We strongly recommend that you purchase insurance for your boat if you have not yet 
done so. A boat owners policy will cover liability, damage, medical payments, and bodily 
injury caused by uninsured boaters (Risk Management).  
 
Property and Liability Insurance Recommendations 
 
1. Increase automobile insurance split-limit coverage to 250/500/100 to meet 
requirements of umbrella policy. 
2. Increase automobile insurance deductibles in order to lower your premiums, if 
you are comfortable with retaining some financial risk. 
3. Increase homeowners policy Section I (property and belongings) limit to 
$250,000, 100% replacement cost, and add automatic inflation increase.  
4. Increase your homeowners policy Section II (liability) limit to $300,000 to meet 
requirements of umbrella policy. 
37 
 
5. Increase homeowners insurance deductible in order to lower your premiums, if 
you are comfortable with retaining some financial risk. 
6. Purchase insurance policies or endorsements to cover the above-named items 
that are excluded from replacement coverage through your homeowners policy. 
7. Purchase insurance policies for your jewelry and boat. 
8. Review your policies every year to ensure that your coverage is aligned with your 
current needs (e.g., consider any personal property that has been acquired or is 
no longer in your possession; doublecheck umbrella policy for underlying 
coverage requirements).  
 
 
6.  Umbrella/Excess Liability Insurance 
 
Your umbrella policy limit of $500,000 may be inadequate. It is generally recommended 
that an umbrella policy should match household net worth, which is approximately 
$900,000. We recommend that you increase your umbrella coverage to $1 million, and 
to evaluate the coverage annually to ensure that it roughly matches your net worth. 
Most $1M policies can be purchased for under $300 a year, so you can significantly 
increase your protection at very little cost. 
 
Umbrella/Excess Liability Insurance Recommendations 
 
1. Increase umbrella policy coverage to $1 million. 
2. Assess level of coverage annually and increase as need to roughly match net 
worth. 
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E.   Investment (Non-Retirement) Analysis 
 
A review of your current monetary and investment assets reveals that you could be 
earning more interest while staying within a risk zone that is comfortable for you.  
 
 
 
Goal #1: Cash Reserves 
 
You currently have $45,600 in liquid assets. This includes funds held in your savings, 
two checking, and money market accounts, plus the cash value of your whole life 
insurance policies. Your cash reserve (emergency fund) goal is six months of total 
dedicated and discretionary expenses, not including taxes paid. We assume that 
savings is also excluded from your cash reserve total. This gives you a current cash 
reserve of approximately 7.3 months (see section A. Cash Flow), meaning you have 
already met your goal. 
 
However, a review of your assets reveals your money could be earning more interest.  
You are currently saving $300 per month in your cash accounts: $150 in a money 
market account earning 3% APY, and $150 in a checking account earning no interest. 
We recommend you move the $5,000 balance of the checking account II to the money 
market account. At current interest rates, this shift will earn you $177 more in interest 
over the next twelve months (see Appendix for calculations).  
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Cash Reserves Recommendation  
 
1. We recommend you move the $5,000 balance of your second checking account, 
and subsequent monthly deposits, into your money market account. The $5,000 
and monthly $150 contributions earn no interest in the checking account. We 
understand that this money is in a separate account because it is earmarked for 
Mia’s future art gallery and art collection. Moving the balance and monthly 
contributions to an interest earning account will allow you to save for this goal 
while not losing purchasing power to inflation. We understand that Mia is 
comfortable with counting the art savings toward the emergency fund as long as 
it is kept in a liquid account. You can mentally separate the art savings from 
general savings by tracking it in an excel sheet. You may also consider 
purchasing a series of CDs with these funds. CDs generally offer slightly higher 
interest rates compared to a money market account. We can guide you in 
laddering your CDs so that they mature, making funds available, every three 
months. This method provides higher interest rates for longer term CDs while 
maintaining liquidity. The higher interest rates will get you to your funding goals 
more quickly than with a money market account. 
 
 
Goal #2: Education Funding 
 
One of your primary goals is to provide 100% of Becky’s college education. The exact 
amount needed is uncertain, as it is based on several unknown factors including: type 
and cost of school, years needed to graduate, and amount of any scholarships or 
financial aid awarded.  
 
You have agreed to the following assumptions for the purposes of calculating the 
funding need: 
 Becky will attend a four-year in-state public university 
 Current costs are $20,000 per year 
 She will begin college in twelve years 
 She will graduate in four years 
 Education expenses will increase 5% annually 
 You will stop saving the year Becky enters college 
 You will fund 100% of costs 
 You will earn 7% annual rate of return 
 
Given these assumptions, you will need $60,865 in today’s dollars to fully fund Becky’s 
college education. (See Appendix for calculations.) 
 
The most tax-advantaged vehicle for education fund investing is a Section 529 plan. 
The potential advantages and disadvantages of such a plan are detailed below. 
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Advantages 
 Withdraws, including earnings, are tax-free when used for qualified education 
expenses: tuition; room and board; and required books, supplies and fees. 
 529 funds can be used to fund a variety of institutions, including 2- and 4-year 
colleges, trade and vocational post-secondary schools, postgraduate programs, 
and (beginning 2018) K-12 schools for tuition only. 
 Very high contribution limits allow you to fund the complete cost of most 4-year 
college expenses not subject to tax on earnings. 
 You may contribute up to $30,000 ($15,000 individually) annually, or you may 
“superfund” the account by making up to five years of contributions ($150,000) at 
once. 
 A small state income tax deduction may be available for contributions  
(MissouriMost.org, n.d.). 
 A tax benefit may be available if series EE bonds are redeemed to fund a 529 
plan. 
 
Disadvantages 
 The tax advantage is lost, and penalty incurred, if all the funds are not used. It is 
possible that all the funds will not be needed. If Becky chooses a less expensive 
school, chooses not to attend college, or receives scholarships or other aid, then 
earnings on the excess funds will be subject to ordinary income tax plus a 10% 
penalty. This can be avoided by naming another family member as beneficiary, 
including yourselves. 
 529 plans generally have limited investment choices and trading limits. 
 
We believe the advantages outweigh the disadvantages in your situation.  
 
You may be able to receive some tax benefit from funding the 529 plan with your EE 
bonds. Under some circumstances, interest earned on Series EE bonds may be tax-
exempt when used to fund qualified higher education expenses. This is true if the bonds 
are used to fund a 529 plan. However, there are income limitations. The interest 
exclusion is limited for taxpayers who are married filing jointly with modified adjusted 
gross income between $117,250 and $147,250 in 2017 (IRS, 2018). Your AGI for 2017 
was $128,236.93, which is within that range. You would qualify for a partial tax benefit 
next year. If you wait until the bonds mature in five years, you may not qualify if your 
AGI rises faster than the IRS phase out limit. 
 
Though your bonds are not yet mature, redeeming them now to deposit into a 529 plan 
would ensure that you can benefit from reduced income tax on the earnings while 
increasing its potential return rate by investing it in a growth-oriented fund.  
 
Series EE bonds are taxed at your marginal tax rate. Actual tax owed will depend on 
your 2018 AGI. Using your 2017 AGI to estimate, we calculate that approximately 
$6,338 of the $10,000 gain would be excluded from federal taxes. (See Appendix for 
calculation.) At your 2018 federal marginal rate of 22%, this represents an estimated 
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savings of $1,394 if you use the redeemed bonds to fund the 529 plan. This would leave 
$806 in taxes due. 
 
Opening a 529 plan and funding it with the $25,000 from the EE bonds brings the total 
funding need from $60,865 to $35,865 in today’s dollars. This can be achieved by 
saving $369 monthly until Becky begins college. (See Appendix for calculations.)  
 
You can open an account online through missourimost.org. The Missouri MOST 529 
plan offers a state income tax deduction based on your income and annual contribution. 
If you open the account with the recommended $25,000, then you are eligible to receive 
a net state tax savings of $749 (Vanguard, n.d.). 
 
Missouri Most has several funds available. You have said you are willing to invest in a 
moderately aggressive portfolio to meet Becky’s education funding requirements. Based 
on this, we recommend the Vanguard Blended Growth portfolio, which is a diversified 
portfolio consisting of 70% stocks and 30% bonds, as detailed below. While the portfolio 
has a 10-year annualized rate of return of 8.22%, we believe 7% is a more realistic 
future rate of return, given the previous ten years included the longest bull market in 
U.S. history. We believe low-cost index funds, such as the ones in this portfolio, allow 
investors to benefit from the efficiencies of the market at a low cost. 
 
 
 
Education Funding Recommendations 
1. Establish Missouri MOST 529 Plan with Becky as the beneficiary. Redeem series 
EE savings bonds and deposit them into the 529 plan to gain favorable tax 
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treatment on the interest received. The taxes due can be offset from the net state 
income tax savings resulting from the contribution to the plan. 
2. Contribute $369 each month to the 529 plan. This amount can come from the 
$750 per month that you previously contributed to various brokerage funds. 
 
 
Goal #3: Home Renovation/Art Collection 
 
Mia would like to make art a part of her daily life in retirement. She would like to build a 
small addition to the house and fill it with art, and also open an art gallery downtown. 
The cost today would be $20,000 for the renovation and $80,000 for the gallery, or a 
total of $100,000. Because this goal is part of your retirement plan, please see the next 
section for a comprehensive discussion of your retirement funding goals. 
 
 
Investment Vehicles 
 
We have reviewed your brokerage accounts, which are listed below. This portfolio is 
well aligned with your risk tolerance and objectives. The portfolio provides slightly above 
average historic returns for a moderately-aggressive portfolio while exhibiting below 
average systemic (market) risk, as measured by Beta. Since the funds are aligned with 
your risk tolerance and do not exhibit excess risk for their asset class, no changes are 
recommended. 
 
 
 
While no changes to your investment portfolio is recommended, we do advise that you 
make your monthly contributions to the same funds within your 401(k) plans rather than 
into your brokerage account.  
 
You currently invest $750 per month ($9,000 annually) in a brokerage account. From 
this, we recommend investing $369 per month into a 529 Plan. This leaves $381 per 
month ($4,572 annually) for investing. Because you have no funding goals associated 
with these contributions, we suggest you allocate them toward your goal of retiring at 
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age 62. To invest in the most tax-efficient manner, we recommend you put these 
contributions toward your 401(k) accounts rather than your brokerage account. Your 
401(k) accounts will allow you to contribute more because no federal or state taxes are 
deducted from contributions. Upon withdraw in retirement, you will be taxed at your 
ordinary income rate (currently 28% combined in 2018) rather than at the longterm 
capital gains rate of 15% (21% including state tax). However, the years of compound 
growth will make up for tax difference. Following is an illustration (see Appendix for 
calculations). 
 
 
 
 
This illustration does not take into account annual taxation of dividends in a brokerage 
account, or capital gains due when rebalancing or transferring funds between mutual 
funds in a brokerage account. Therefore, the benefit of investing in a 401(k) is even 
greater than is shown.  
 
Investment Vehicle Recommendations 
1. After shifting $369 of your investment contributions each month from your 
brokerage account to the 529 plan, contribute the remaining $381 to your 401(k) 
plan. Because contributions to your 401(k) plan are tax free, you will be able to 
contribute a total of $529.17 monthly rather than $381. This tax-efficient strategy 
could generate tens of thousands of dollars more by the time you retire and begin 
withdrawing funds.  
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F.   Retirement Analysis 
 
We have reviewed your current and projected retirement funds to see if your rate of 
contributions and rate of returns will provide adequate coverage for the retirement 
lifestyle you desire.  
 
Retirement Goals 
Your retirement goals include the following:  
 An addition to your home to house an art collection ($20,000) 
 A small art gallery downtown ($80,000) 
 Ideal retirement age is 62 for both Tyler and Mia 
 You would like to leave as large an estate as possible for Becky at your death 
 
Risk Tolerance 
 You are willing to invest in a moderately aggressive portfolio to fund the art 
gallery and house addition (10% assumed before-tax returns) 
 You are willing to invest in a moderately-conservative portfolio for all other 
retirement needs prior to retirement (7.75% assumed before-tax returns) 
 You would like to assume a before-tax conservative rate of return during 
retirement (5.25% assumed before-tax returns) 
 
Assumptions 
 You would like to take Social Security at the earliest opportunity.  
 Normal Retirement Age (NRA) for Social Security is 67 for Tyler and Mia 
 You are willing to reallocate assets and savings to meet your retirement goals 
 Income replacement ratio is 85% of current earned before-tax income 
 30% assumed federal and state marginal tax rate until retirement 
 25% assumed federal and state marginal tax rate during retirement 
 Incomes are expected to increase at rate of inflation 
 Contributions to retirement savings will increase by 3% annually 
 Primary insurance will cost $2,200 for Tyler and $1,300 for Mia at age 67, in 
today’s dollars 
 Life expectancy is 95 for Tyler and Mia 
 
 
Art Gallery and House Addition 
 
The art gallery and house addition would cost $100,000 in total if paid for today. To 
meet these goals in your first year of retirement, you will need approximately 
$180,611.12, assuming 3% annual inflation over 20 years.  
 
We recommend you withdraw funds from your taxable account (non-qualified accounts) 
first. Because you are willing to invest in a moderately aggressive portfolio to reach 
these two goals, we recommend you maintain your holdings in the Sagebrush and 
Konza funds and withdraw from them to pay for this goal. The projected balance shown 
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below is based on their current return rate and reinvested dividends (see Excel sheet for 
calculations).  
 
Fund Current 
Balance 
Projected 
Balance 2038 
Funds 
Withdrawn 
in 2038
Balance in 2038
Sagebrush $  8,000 $  71,702.33 
 
$  71,702.33 $0 
Konza $43,000 $318,916.46 $146,837.13 $172,079.33 
 
Total $51,000 $390,618.79 $218,539.46* $172,079.33 
 
*Amount withdrawn includes $37,928.34 to pay the 21% combined federal and state 
income tax due, based on current capital gains tax rates. 
 
Retirement Income Needs 
 
Before calculating your retirement needs, we need to know the annual value of Mia’s 
annuity in retirement. Mia owns a fixed annuity with a current balance of $125,000. She 
contributes $250 per month. This annuity will provide $17,657.45 in annual retirement 
income, based on the following assumptions: 
 Monthly contributions of $250 continue until retirement at age 62 
 The current guaranteed yield of 5% expires in 2 years; thereafter annual yield is 
assumed to be 4% until retirement 
 Mia receives annual inflation-adjusted payments at age 62 for life (assumed 95) 
 A 3% discount rate used to calculate annuity payments  
(See Appendix and Excel sheet for calculations) 
 
You desire to replace 85% of your current earned before-tax income.  
Current gross earned income                      $135,195.88 
Multiplied by 85%                                         $114,916.50 
Less annual annuity income                        $  17,657.45 
Less Social Security benefits                       $  33,888.00* 
Equals 1st Year Retirement Income Need   $  63,371.05  
 
Adjusted for 3% annual inflation                   $114,455.17 
 
We strongly recommend Mia exchange the current fixed annuity for a variable annuity 
with a guaranteed investment contract. This can be accomplished through a Section 
1035 Exchange, which allows the tax-free transfer of one annuity with another. This 
allows you to potentially earn a greater return by choosing from a variety of investments. 
It also guarantees a minimum return. In exchange for offering a minimum return, the 
return credited from your investments are capped at a specified percentage. We 
specifically recommend Mia exchange her annuity for the Boston Variable Annuity. It 
allows investments in all the funds you currently invest in, and more. It includes a 
guaranteed investment contract that currently yields 5%. Assuming an annual return of 
7% and same assumptions as above, this annuity could provide $30,828.30 in annual 
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retirement income – a substantial increase from the $17,657.45 annual projected 
income from Mia’s current annuity. This exchange could have a significant impact on 
your ability to meet your retirement goals by reducing the amount of annual income 
needed from your portfolio. This would reduce your inflation-adjusted first-year 
retirement income need from $114,455.17 to $90,667.15.  
 
Because you desire to leave as large an estate as possible to Becky, we have 
calculated your retirement needs using the inflation-adjusted capital preservation 
method. This approach is designed to meet your full retirement needs and also leave a 
legacy by preserving the purchasing power of the original capital balance at retirement. 
It is the most conservative method and, therefore, requires the largest beginning 
balance. 
 
Using the inflation-adjusted capital preservation method, you will need $3,225,922.62 to 
fully fund your retirement beginning at age 62. This would leave an estimated estate of 
$3,225,922.62 at the end of your life. For perspective, this is equivalent to 
approximately $675,000 in today’s dollars (see Appendix for calculations). 
 
Your current retirement portfolio, including current contributions that will increase at the 
rate of inflation, is projected to grow to approximately $2.9 million by age 62. This grows 
to approximately $3.8 million when your non-retirement investments are included, 
$216,552.73 of which are earmarked for the gallery/renovation goals.  
 
This means that assuming continued contribution and average return rates, you are 
currently on track to meet your goals of retiring at age 62, funding home renovations 
and gallery, and leaving a large legacy. Congratulations! 
 
It is important to restate that these projections are based on Mia’s transfer of the 
Potsdam Fixed Annuity to the Bostonian Variable Annuity. Without this transfer, your 
projected retirement needs increase from approximately $3.2 million to roughly $4.1 
million, which would require additional savings.  
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Investment Allocations 
Your investments currently have a weighted average total return of 7.39, which is 
slightly lower than your risk comfort level would suggest. You are willing to invest in a 
moderately conservative portfolio until retirement, which typically averages annual 
returns of 7.75%.  
 
We recommend you make one primary change in your portfolio by re-allocating the 
$104,000 currently held in CDs to the Ely Fund, a government bond fund. This change 
will more than double your rate of return on this account while still maintaining a 
conservative investment instrument. It will bring your portfolio more in line with your 
moderately conservative risk comfort level. The new portfolio will consist of 69% 
equities and 31% bonds. It will contain slightly greater risk, as it is more correlated to 
the markets. However, it maintains a well-diversified portfolio, including stocks, real 
estate & precious metals, and bonds. Overall, the funds diverge from the equity and 
bond markets enough to hedge against market downturns while still maintaining 
moderate longterm returns. 
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Recommendation Options 
 
1. We strongly recommend exercising the Section 1035 tax-free exchange to 
transfer Mia’s current Potsdam Fixed Annuity to the Bostonian Variable Rate 
Annuity. The Guaranteed Invesment Contract mitigates against loss while a 
variety of investment options allow for potential gains above the minimum rate. 
This move is necessary to meet your retirement goals without increasing your 
contributions to retirement investment fund or taking on more risk than you are 
comfortable with in your investment portfolio. 
2. We recommend that you re-allocate your CD investment to the Ely Fund to better 
align your portfolio to the characteristics (rate of return, risk level, asset 
allocation) of a moderately conservative portfolio. 
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G.   Estate Planning Analysis 
 
The untimely death of a friend spurred you to seek out a financial planner. In order to 
avoid the financial stress you witnessed in that situation, it is imperative that you act 
quickly to protect yourselves and your daughter in the event that either or both or you 
should die or become incapacitated.  
 
A comprehensive estate plan encompasses vital documents, tax management, and an 
overarching strategy that ensures that all decisions made are aligned with your wishes. 
 
Vital Documents  
 
We recommend that you complete the following documents as soon as you are able. 
We can refer you to an estate attorney who will work with you to draft and finalize these 
documents.  
 
1. Will – a will gives you the right to assign property at your death. While there are 
other ways to assign property, such as titling and trusts, wills are necessary for 
parents of young children. A will allows you to name a guardian for your child 
should you both die before Becky is able to care for herself. If you die intestate 
(without a valid will), a judge will decide the fate of your daughter.  
2. Power of Attorney – a POA gives the legal right for another person to act on your 
behalf. This is exercised in the case of incapacitation. The power may be general 
or limited. It may be revoked at any time by the principal (the person granting the 
power) so long as the principal is competent.  
3. Durable Power of Attorney for Health Care – also known as a health care proxy, 
this document allows another person to make medical decisions for you if you 
become incapacitated. 
4. Advance Medical Directive – also known as a “living will”, this document is not 
actually a will but a description of your wishes for life-sustaining treatment under 
certain circumstances. 
5. Beneficiary Forms – these forms direct contracts, such as life insurance and 
retirement plans, to be transferred to the designated person(s) upon your death. 
It is important to review all beneficiary forms periodically to ensure they are up to 
date.  
6. Titling – titling affects how property is transferred upon death. Please review with 
your estate attorney the ownership titles on your personal and real property, such 
as your house, cars, stocks, and bonds. Most of your property is held as joint 
ownership. This is typically beneficial, but should be reviewed with your estate 
attorney, as it needs to be viewed in the context of your overall estate plan. 
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Tax Management 
 
There are many unknowns in estate planning. First, estate tax laws are constantly 
changing. Second, the amount of your assets at the time of death will determine the 
most efficient estate plan. However, it is not possible to know what your assets will be at 
the time of death. For these reasons, we have based our recommendations on current 
tax law, but advise you to review your plans annually or whenever the tax laws change.  
 
We have projected your gross estate at a point in time just before retirement. This is 
likely to be the point of your greatest wealth accumulation. 
  
 
 
You are entitled to an unlimited marital deduction in the likely situation that one of you 
should predecease the other. This allows you the opportunity to seamlessly transfer 
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assets to the living spouse, who can then evaluate the situation and make adjustments 
to the estate plan as needed to avoid any potential tax.  
 
Should you die at the same time while you are close to retirement or during retirement, 
your taxable estate is projected to fall within the current estate tax exemption limits. 
Beginning in 2018, each person is entitled to an estate tax exemption of $11,180,000. 
This amount is doubled for married couples. The exemption is an aggregate limit which 
includes estate, gift and generation-skipping taxes. This allows you to pass up to 
$22,360,000 tax-free to Becky or other beneficiaries during your lives or after death. 
 
However, the current law is set to expire at the end of 2025, at which time it is currently 
set to revert to the former limits of $5,490,000 per person, or $10,980,000 per married 
couple (O’Connor, 2018). You are still projected to fall below the limit, though the estate 
tax laws could be changed at any time. 
 
Should the estate tax laws change in the future, there are a variety of strategies you can 
implement at that time to reduce your likelihood of owing estate tax. These include:  
 Create an Irrevocable Life Insurance Trust. An ILIT transfers ownership of a life 
insurance policy or policies to a trust. This process eliminates incidents of 
ownership and thereby removes the death benefit from your estate. 
 Make charitable donations. Charitable donations, through a bequest in a will or 
through a charitable trust vehicle, are deducted from your gross estate when 
calculating estate tax. 
 Make gifts during your lifetime. Each of you may currently make tax-free gifts up 
to $15,000 per year per family member. For example, if Becky were married with 
two children, you could give $30,000 to each of them, or $120,000 per year. This 
strategy could gradually reduce your taxable estate over the years while you are 
able to see your family enjoy the benefits. 
 
Overarching Strategy 
 
Your desire to maintain the privacy of your financial affairs requires additional action. 
Upon your death, your property will be transferred according to your will through the 
probate process. During probate, your financial information becomes public. While 
probate is necessary for some property, such as personal possessions, it can be 
avoided for many large assets. Avoiding probate means keeping your financial 
information private. Establishing a living trust is generally considered the best way to 
avoid probate. We recommend speaking to your estate attorney about establishing a 
living trust for Becky’s benefit. Depending on how the trust is structured, it could also 
potentially serve as a vehicle for reducing your likelihood of owing estate taxes in the 
future. 
  
53 
 
Recommendations 
 
1. We urge you to complete and notarize the following documents as soon as 
possible: a will, power of attorney, healthcare proxy, and advance medical 
directive. 
2. We urge you to review your beneficiary forms. 
3. We recommend you review the titling of your personal property with your estate 
attorney to ensure your titles aligned with your overall estate planning strategy. 
4. We recommend you discuss establishing a living will with your estate attorney to 
maintain the privacy of your financial information.  
5. We recommend you review your estate plan often, including when tax laws 
change, to ensure that you minimize your exposure to estate tax. 
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VI. Client Acceptance Letter 
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December 2, 2018 
 
 
Tyler and Mia Bedo 
727 Success Lane 
Springfield, MO 65800 
 
 
Dear Tyler and Mia, 
 
RE: Acceptance of Your Financial Life Plan  
 
Please sign and date below to indicate your acceptance of this Financial Life Plan.  
 
Acceptance of the plan does not imply that no modifications can or will be made. As 
mentioned in the introductory letter, as we work together to implement the plan, we may 
find the need to postpone, alter or eliminate one or more aspects of the plan based on 
your evolving financial and non-financial needs. 
 
This is a living document which will shift over time as your circumstances change. As 
such, we have agreed to meet once each quarter to review any changes and to address 
any questions or concerns.  
 
Please sign below to indicate that you accept this plan has been created based on the 
information you supplied, and the assumptions we agreed to, which are detailed in the 
plan.  
 
 
(Signature here) 
Tyler Bedo 
Date 
 
 
(Signature here) 
Mia Bedo 
Date 
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VII. Appendix 
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A.  CASH FLOW ANALYSIS 
 
Section 79 Income 
 
Tyler (1x salary, excluding bonus) 
$68,466.58 - $50,000 = $18,466.58 (round to nearest $100) 
Value per IRS table: $0.10 per month per $1,000 in coverage 
Income = $18.5 * .10 * 12 = $22.20 
Tax owed: 25% federal + 6% state + 7.65% payroll = $8.33 
 
Mia (4x salary, excluding bonus) 
$129,984 - $50,000 = $79,984 (round to nearest $100) 
Value per IRS table: $0.10 per month per $1,000 in coverage 
Income = $80 * .10 * 12 = $96.00 
Tax owed: 25% federal + 6% state + 7.65% payroll = $37.10 
 
Credit Card Interest 
 
$3,500 balance * 18.25% annual interest rate = $638.75 
$2,000 balance * 16.75% annual interest rate = $335.00 
Total = $973.75 
 
Sub Budgets 
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C.  TAX ANALYSIS 
 
2017 Tax Details  
 
Income Tyler Mia Gross 
Income
 
Salary $68,466.58  $32,496.00  $100,962.58   
Bonus $34,233.30   $34,233.30   
Imputed 
Income^ 
$22.16  155.98 $178.14   
Dividends $1,760.25 $1,760.25 $3,520.50  
Interest $300.00 $300.00 $600.00  
Total  $104,782.29 $34,712.23 $139,494.52   
 
 
Pre-tax 
Payroll 
Deductions 
Tyler Mia Total Pre-
tax Payroll 
Deductions
 
Healthcare 
Insurance 
$3,600.00   $3,600.00   
401(k) $4,107.99  3,249.60 $7,357.59   
Disability 
Insurance 
 300.00 $300.00   
Total $7,707.99  $3,549.60  $11,257.59   
 
Notes 
 
401(k) contribution: 6% Tyler salary, 10% Mia salary 
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Tax 
Withholding
s 
Tyler Mia Total Taxes 
Withheld 
 
Federal Tax 18,668 3,510.00 22,178.00  
State Tax 4,862.00 1,404.00 6,266.00  
FICA 7,800.00 2,486.04 10,286.04  
Total  31,330.00 7,400.04 38,730.04  
 
 
Total 
Federal/Stat
e Taxable 
Wages  
    
Gross 
Income 
$139,494.52  
 
   
Pre-tax 
Payroll 
Deductions 
$11,257.59     
Total $128,236.93    
 
 
Total FICA 
Wages 
(Gross 
Wages)  
    
 Tyler Mia   
 $102,699.88  32,496.00 $135,195.88   
Notes FICA Wages equal 7.65% of gross income with following 
cap: 6.2% of wages up to $127,200 in 2017 for Social 
Security; no cap on 1.45% Medicare Tax 
 
 
Estimated 
Tax Liability 
    
Taxable 
Wages 
$128,176.93 
 
   
Federal 
Marginal 
Rate 
25%    
Above the 
Line 
Deductions 
0    
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Adjusted 
Gross 
Income 
$128,176.93 
 
(Taxable 
wages - 
above line 
deductions) 
  
Itemized 
Deductions 
$24,068.89 (See 
calculation 
below) 
  
Personal 
Exemptions 
$12,150.00 (4050 * 3)   
Taxable 
Income 
$91,958.04 (Adjusted 
Gross Income 
- itemized 
deductions - 
personal 
exemptions) 
  
Tax 
Liability# 
$14,484.00    
Tax Paid 
(Withholdin
gs) 
$22,178.00    
Amount 
Refunded / 
(Due) 
$7,694.00  (Tax Paid - 
Tax Liability)
  
Tax Credits $303.00  Non-
refundable - 
cannot apply 
if no payment 
is due 
  
     
     
Notes Tax Liability calculation from tax table ($10,452.50 + [25% * 
(taxable income - 75,900)] 
     
* Life 
insurance 
benefits that 
exceed 
$50,000 are 
subject to 
federal and 
state income 
tax as well as 
FICA tax. 
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^Taxable 
Company-
paid 
Insurance 
Premiums 
    
 Death 
Benefit 
Death 
Benefit 
Value 
-$50,000 
limit 
Tax Table 
Multiplier 
(.10) per 
1,000 in 
excess 
benefit * 12 
months
Tyler 1x base 
salary 
$68,466.58  $18,466.58  22.16 
Mia 4x base 
salary 
$129,984.00  $79,984.00  95.98 
Total    118.14 
     
Itemized 
Deductions 
    
Mortgage 
Interest 
10327.89 months 116-
127 
  
Real Estate 
Taxes 
1675    
Charitable 
Gifts 
5800    
State Income 
Taxes 
6,266.00 estimate 
based on tax 
withholding 
  
Total 24068.89    
     
Tax Credits     
Child Tax 
Credit 
303 ($1,000, 
reduced $50 
for each 
$1,000 in 
AGI earned 
over 
$110,000 
MFJ) 
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2018 PROJECTED Tax Details  
 
Income Tyler Mia Gross 
Income
 
Salary $70,520.58 $33,934.38 $103,991.46  
Bonus $35,260.30  $35,260.30  
Imputed 
Income^ 
$24.62 100.80 $125.42  
Dividends $1,760.25 $1,760.25 $3,520.50  
Interest $230.92 $230.91 $461.83  
Total  $107,796.67 $35,562.84 $143,359.51  
 
 
Pre-tax 
Payroll 
Deductions 
Tyler Mia Total Pre-
tax Payroll 
Deductions
 
Healthcare 
Insurance 
$3,816.00  $3,816.00   
401(k) $10,581.23 3,347.08 $13,928.31  
Disability 
Insurance 
 0 0  
Total $14,397.23 $3,347.08 $17,744.31  
 
Notes 
Healthcare inflation is assumed to be 6% 
 
401(k) contribution for Tyler is 6% salary + $6,350; for Mia, 
10% salary 
 
 
Tax 
Withholdings 
Tyler Mia Total Taxes 
Withheld
 
Federal Tax 11,668 3,510.00 15,178.00  
State Tax 4,862.00 1,404.00 6,266.00  
FICA 8,094.12 2,603.69 10,671.33  
Total  24,624.12 7,517.69 32,141.81  
Notes Assumes Tyler reduces Fed withholdings by $7,000 to more 
closely match tax liability. 
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Total 
Federal/State 
Taxable 
Wages  
    
Gross Income $143,359.51 
 
   
Pre-tax 
Payroll 
Deductions 
$17,744.31    
Total $125,615.20    
 
 
Total FICA 
Wages (Gross 
Wages)  
    
 Tyler Mia   
 $105,805.50 $34,035.18 $139,377.18  
Notes FICA Wages equal 7.65% of gross income with following 
cap: 6.2% of wages up to $127,200 in 2017 for Social 
Security; no cap on 1.45% Medicare Tax. Includes imputed 
income. 
 
 
Estimated Tax 
Liability 
    
Taxable 
Wages 
$125,615.20 
 
   
Federal 
Marginal Rate 
22%    
Above the 
Line 
Deductions 
0    
Adjusted 
Gross Income 
$125,615.20 
 
 
 
(Taxable 
wages - 
above line 
deductions) 
  
Itemized 
Deductions 
$19,193.32 
 
(See 
calculation 
below) 
Will take 
standard 
deduction  
 
Standard 
Deduction 
$24,000    
Personal 
Exemptions 
$12,150.00 (4050 * 3)   
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Taxable 
Income 
$89,465.20 (Adjusted 
Gross Income 
- standard  
deduction - 
personal 
exemptions) 
  
Tax Liability# $11,561.34    
Tax Paid 
(Withholdings) 
$15,178.00 
 
 
   
Amount 
Refunded / 
(Due) 
$3,617.00 (Tax Paid - 
Tax Liability)
  
Tax Credits $1,400.00  Refundable 
portion 
  
Total 
Refunded 
$5,017.00 Amount 
Refunded + 
Tax Credits 
  
     
Notes #Tax Liability calculation from IRS tax table ($8,907 plus 22% 
of the amount over $77,400)
     
* Life 
insurance 
benefits that 
exceed $50,000 
are subject to 
federal and 
state income 
tax as well as 
FICA tax. 
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^Taxable 
Company-paid 
Insurance 
Premiums 
    
 Death 
Benefit 
Death 
Benefit 
Value 
-$50,000 
limit 
Tax Table 
Multiplier 
(.10) per 
1,000 in 
excess 
benefit * 12 
months 
Tyler 1x base 
salary 
$70,520.58 $20,520.58 24.62 
Mia 4x base 
salary 
$133,883.52  $83,883.52 100.80 
Total    125.42 
     
Itemized 
Deductions 
    
Mortgage 
Interest 
5,402.07 Refinance  
months 1-12 
  
Real Estate 
Taxes 
1725.25 Assume 3% 
increase 
  
Charitable 
Gifts 
5800    
State Income 
Taxes 
6,266.00 estimate 
based on tax 
withholding 
  
Total 19,193.32    
     
Tax Credits     
Child Tax 
Credit 
$2,000 ($2,000, 
reduced $50 
for each 
$1,000 in 
AGI earned 
over 
$400,000 
MFJ; up to 
$1,400 
refundable) 
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2017 Missouri State Income Tax 
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D.  INSURANCE / RISK MANAGEMENT ANALYSIS 
 
Life Insurance Needs 
 
Tyler 
 
Variables: 
PMT = Tyler’s current income = $102,670 
g = growth rate (annual raise) = 3% 
i = annualized investment returns = 7% 
n= number of remaining expected work years = 20 
 
PVGAD = PMT1 / (i-g) [1- (1+g)n / (1+i)n] (1+i) 
= 102,670 / .04 [1 - (1.8061 / 3.8697)] 1.07 
= 2,566,750 * .5333 * 1.07 
=1,464,667.71 
 
Mia  
 
Variables: 
PMT = Mia’s current income = $32,496 
g = growth rate (annual raise) = 3% 
i = annualized investment returns = 7% 
n= number of remaining expected work years = 20 
 
PVGAD = PMT1 / (i-g) [1- (1+g)n / (1+i)n] (1+i) 
= 32,496 / .04 [1 - (1.8061 / 3.8697)] 1.07 
= 812,400 * .5333 * 1.07 
=463,580.62 
 
 
 
E.  NON-RETIREMENT INVESTMENT ANALYSIS 
 
Interest Earned on Moving $5,000 to Saving Account 
 
PV = 5,000 
N = 12 
I = 3/12 
PAY = 150 
FV = $6,977 
 
If left in no-interest account, you would have $5,000 + ($150 * 12) = $6,800 after one 
year. This is a difference of $177.   
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Education Funding 
 
1. Determine future value of first year of tuition, given: 
 Current value = $20,000  
 Education cost inflation = 5% 
 Years until college = 12 
 
PV $20,000 
N 12 years 
I 5 
PMT $0 
FV $35,917 
 
2. Determine total education cost, given: 
 Years in college = 4 
 Education cost inflation = 5% 
 Rate of return = 7% 
 
PMT $35,917 
N 4 years 
I 1.9048 (1-[1.07/1.05]*100) 
FV $0 
PV $137,079 
 
3. Determine present value of savings required as a lump sum: 
 
PMT $0 
N 12 years 
I 7 
FV $137,079 
PV $60,865 
 
4. Subtract current savings from lump sum needed: 
 
$60,865 - $25,000 = $35,865 
 
5. Determine monthly savings needed: 
 
PV $35,865 
N 144 (12 yrs * 12 months) 
I .5833 (7 / 12 months) 
FV $0 
PMT $369 
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EE Bond Redemption and Deposit into 529: Estimated Tax Due 
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Contributing to Brokerage vs. 401(k) Account 
 
$381 monthly after-tax contributions =  
$529.17 available to contribute to 401(k) [$381 / (1 – 28%)]  
 
PV $0 
N 240 (20 yrs * 12 months) 
I .5 (6 / 12 months) 
PMT $529.17 
FV $244,496.64 
 
$244,496.64 less 28% combined tax = 176,037.58 
 
 
PV $0 
N 240 (20 yrs * 12 months) 
I .5 (6 / 12 months) 
PMT $381 
FV $176,037.58 
 
$176,037.58 less 21% combined tax = $139,069.69 
 
 
F.  RETIREMENT INVESTMENT ANALYSIS 
 
Scenario #1: Full Calculation using Potsdam Annuity  
 
Annuity Payment: Potsdam 
 
Amount to be received annually in retirement 
PV $377,674.04 
N 33 
I 3 
FV $0 
PMT $17,657.45 
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Projection of Income Needs in Retirement 
1st Year Retirement Income Need = $63,371.05 
I = inflation rate 
N = number of years until retirement 
 
PV $63,371.05 
N 20 
I 3 
PMT $0 
FV $114,455.17 
 
Projected Value of Amount Needed During Retirement 
 
Annuity Method 
N = number of years in retirement (95-62) 
I = [(1 + .0525 / 1 + .03) - 1] * 100 
 
PMT $114,455.17 
N 33 
I 2.18 
FV $0 
PVad@62 $2,731,575.22 
 
Capital Preservation Method 
To preserve the beginning capital through end of life, we calculate for how much more is 
needed: 
PMT $0 
N 33 
I 5.25 
FV $2,731,575.22 
PV@62 $504,758.59 
 
$2,731,575.22 + $504,758.59 = $3,236,333.81 
 
Inflation-Adjusted Capital Preservation Method 
To preserve the beginning capital through end of life, adjusted for inflation: 
PMTad $114,455.17 
N 33 
I 2.18 
FV $2,731,575.22 
PV@62 $4,072,296.55 
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Equivalent of Legacy in Today's Dollars 
FV $4,072,296.55 
N 53 
I 3 
PV $850,093.09 
 
Scenario #2: Full Calculation using Bostonian Annuity  
 
Annuity Payment: Bostonian 
 
Amount to be received annually in retirement 
PV $640,173.98 
N 33 
I 3 
FV $0 
PMT $30,828.30 
 
 
Projection of Income Needs in Retirement 
1st Year Retirement Income Need = $50,200.20 
I = inflation rate 
N = number of years until retirement 
 
PV $50,200.20 
N 20 
I 3 
PMT $0 
FV $90,667.15 
 
Projected Value of Amount Needed During Retirement 
 
Annuity Method 
N = number of years in retirement (95-62) 
I = [(1 + .0525 / 1 + .03) - 1] * 100 
 
PMT $90,667.15 
N 33 
I 2.18 
FV $0 
PVad@62 $2,163,852.80 
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Capital Preservation Method 
To preserve the beginning capital through end of life, we calculate for how much more is 
needed: 
PMT $0 
N 33 
I 5.25 
FV $2,163,852.80 
PV@62 $399,851.07 
 
$2,163,852.80 + $399,851.07 = $2,563,703.87 
 
Inflation-Adjusted Capital Preservation Method 
To preserve the beginning capital through end of life, adjusted for inflation: 
PMTad $90,667.15 
N 33 
I 2.18 
FV $2,163,852.80 
PV@62 $3,225,922.62 
 
Equivalent of Legacy in Today's Dollars 
FV $3,225,922.62 
N 53 
I 3 
PV $673,412.29 
 
Projected Value of Current Retirement Investments 
 
Tyler’s and Mia’s Traditional IRAs (CD) 
PV $52,000 
N 20 
I 3.5 
PMT $0 
FV $103,469.02 
 
Mia’s Rollover IRA (Ruth Fund) 
PV $32,500 
N 20 
I 4.8 
PMT $0 
FV $83,005.91 
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Projected Value of Current Non-Retirement Investments 
 
Ruth Fund 
PV $13,000 
N 20 
I 4.8 
PMT $0 
FV $33,202.36 
 
 
 
